


6. Your cooperation to ensure that all these requirements are met wouid^e much 
appreciated^ — 

Kindly acknowledge receipt of this letter. 

Yours sincerely — 


Signed 



Business Executive; Limpopo 

Enquiries; D Strydom 

T elephone; (01 5) 299 4402 

Fax; (015)299 4765 
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REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

The accounting officer's responsibility for the financial statements 

2003) (MFMA) and for such^intern^al control 

The Auditor-General’s responsibility 

Practfce*^GRAP^^fVpQpi^^/^^^*^f^^ of Generally Recognised Accounting 

reporting on non-oompliLe with SSlremen?''’"'^' 

'■ r =^ut the amounts 
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expressing an opinion on the effectiveness of the entity’s internal control An audit 

appropriateness of accounting policies used and th 
easonablen^ess of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

PracticTcRlp fo’- Recognised Accounting 

Pracfice. GRAP 1 Presentation of Financial Statements requires that finandal 

anri°i'S!|^^ information on whether resources were obtained 

T” accordance with the legally adopted budget. As the budget reportina 

fnvTn ' have determined thafmraudM 

Thulamela Municipality in this respect will be limited to 
reporting on non-compliance with this disclosure requirement. ^ ° ' 

omwlnr f evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 

Basis for qualified opinion 

^neral expenses 

RsTmMifnn expenditure amount to an estimated amount of 

thi’ provided. Consequently, I was unable to confirm whether 
recorded appropriately, occurred during the financial year and 
that the expenditure was recorded at the correct amount. The municipaliVs records 
did not permit the application of alternative audit procedures. 

Value Added Tax (VAT) 

amounting to R20.9 million, as disclosed in note 1 1 to the financial 
staternents could not be substantiated with VAT reconciliations Alternative audit 
procedures could not be performed to confirm the VAT refunSabreSnce and L a 
S balance hTs been 

recorded at an appropriate amount. 

Provisions 

10. The municipality had not created a provision for the restoration of landfill sites which 

assets and GRAP 1 7 - Property plant and equipment. The lack of information did not 
®PP''^^bon of alternate audit procedures and consequently the impact on 

in the financial ^ 

statements could not be determined. Further, the impact on prior years 
accumulated surplus in terms of GRAP 03 - Accounting policies, changes in 
accounting estimates and errors too could not be determined. 

Revenue 

’ Thf valuation roll was used in the determination of the property rates 
Therefore property rates amounting to R9,2 million are understated Is an outdated 

fhl fmi . consequently the impact on revenue as disclosed in 

the financial statements could not be determined. 
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Accounts receivables 

Lo? supporting documentation for an adjustment amounting to 

K2,9 million that was authorised by the municipality’s council The lack of 
information did not permit the application of alternate audit procedures and 
consequently the impact on accounts receivables as disclosed in the financial 
statements could not be determined. 


Operating leases 

13. The municipality did not disclose operating leases as required by Generally 
Recognised Account Practice (GRAP 13). The municipality’s accounting records did 
not allow me to perform alternative procedures Further, the impact on prior years 
accumulated surplus in terms of GRAP 03 - Accounting policies, changes in 
accounting estimates and errors too could not be determined. 

Qualified Opinion 

14. In rny opinion, except for the effects of the matters described in the Basis for 
qualified opinion paragraphs the financial statements present fairly, in all material 
respects, the financial position of the Thulamela Municipality as at 30 June 2009 

performance and cash flows for the year then ended, in accordance 
with the basis of accounting determined by the National Treasury, as set out in 
accounting policy note 1 and in the manner required by the MFMA. 

Emphasis of matters 

Without qualifying my opinion. I draw attention to the following matters; 

Fruitless and wasteful expenditure 

15. As disclosed in note 34 to the financial statements, fruitless and wasteful 
expenditure amounting to R743.351 has been incurred due to penalties on the late 
submission of VAT returns, payments regarding a cancelled contract and interest 
charged for late payments. 

Unauthorised expenditure 

As disclosed in note 34 to the financial statements, unauthorised expenditure 

amounting to R32.9 million was incurred by the municipality due to overspending of 
the approved budget. h "^"'y 

Other matters 

Without qualifying my audit opinion, I draw attention to the following matters that relate 

to my responsibilities in the audit of the financial statements: 

Non-compliance with applicable legislation 

17. In terms of section 122(3) of the MFMA. the annual financial statements must be 
prepared in accordance with generally recognized accounting practice as 
determined by the Accounting Standards Board. The municipality has not provided 
supplernentary information in the financial statements on whether resources were 

pDAD^^ used in accordance with the legally adopted budget, as prescribed by 
GRAP 1 Presentation of Financial Statements. ^ 
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Unaudited supplementary schedules 

18. The supplementary information set out on pages xx to xx does not form part of the 

is presented as additional information. I have not audited 
these schedules and accordingly I do not express an opinion thereon. 

Governance framework 

19. The governance principies that impact the auditor’s opinion on the financiai 
statements are related to the responsibilities and practices exercised by the 
accounting officer and executive management and are reflected in the internal 
control deficiencies and key governance responsibilities addressed below; 

Internal control deficiencies 

accounting officer must ensure that 

the municipality has and maintains effective, efficient and transparent systems of 
financia and risk rnanagement and internal control. The table below depicts the root 
tn th^ ^ deficiencies in the system of internal control, which led 

rnmnon f T categorised according to the five 

components of an effective system of internal control. (The number listed per 

component can be followed with the legend below the table.) In some instances 
deficiencies exist in more than one internal control component 


Par. No. 

Basis for disclaimer opinion 

CE 

RA 

CA 

1C 

M 

8 

General expenses 

5 

4 

3 

3 

1 

9 

Value Added Tax (VAT) 

5 

4 

3 

1,3 

1 

10 

Revenue 

5 

4 

5 

3 


11 

Provisions 

5 

1 

3 

3 

“i 

12 

Accounts receivables 

5 

1 

3 

3 

1 

13 

Operating leases 

5 

1 

3 

1.3 

1 


f * ‘^^'^^gement functions is the responsibiiity of the accounting 
management in managing and co-ordinating the financial 
administration of the municipality and exercising financial management 

their respective areas of responsibility. Reasonable steps 
andlra ^ taken to ensure that the municipality has and maintains effective, efficient 
the r "sk management and internal control over 

causes In the taSe b°elow"™' 


Legend ^ ^ 

CE = Control environment ^ — — 

eSve^r reporting to support 

1 

over financial repoS.^*^^ ds>i'gned appropnate levels of authority and responsibility to facilitate control 

~ 2 ~ 

pe™o™T"’'“ ^ =“ ''“"'"S' =’'=1 suPS-vislon of 


ISnq^"'’ developed and are not understood to set the standard for financial 

~r~ 

L' ne accounting authority does not exercise oversight responsibility over financial reporting and internal | 

Xl 
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r*' ' *'’°'* °"« execution ol internal conw processes 

M = Monitoring- 



Matters of governance 


accounting officer with a number of responsibilities concernino 
financial and risk management and internal control. Fundamental to achievino this fs 

foltows^ governance responsibilities, which I have assessed as 


No. 

Clea 

time 

■1 

-L Matter 

trail of supporting documentation that is easily available and provided in a 
y manner ^ 

Y N 

1 . 

difficulties were experienced during the audit concerning delays or the " 
availability of requested information ^ ^ 



uuai 

dy of financial statements and related management information 


— 

z. 

o 

the^audir'^' statements were not subject to any material amendments resulting from 



o. 

Time 

repo^""^' submitted for consideration prior to the tabling of the auditor's 

i^nass of financial stafam^ntQ snH - x* " ' 


v/ 

4. 

p— ocatciiicnt;> dRo management information 

1 he annual financial statements were submitted for auditing as per the legislated 
deadlines (section 126 of the MFMA) 'egisiaiea 


— 

Aval 

c 

ability of key officials during audit 

— 


1 

Key officials were available throughout the audit oroces^ 
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^^ared audit committee 

j_ The municipality had an audit committee in operation th roughout the financial year. 

accordance“^th approved, written terms of 

7 . Internal audit 

municipallly haa an inlemal audit tocllon In op eration thro ughout the linancla| -| 
_t The inlemal audit f uncUon operates In terms of an anf.. n„»a int. — j 

— 

app-?^ paT;aclli,a.e n. ^ pCSn o, Ihe fnancial [ 
°“t ^acllon 79 O f the MFMA. 

I The prior year audit fin din g s have been sub st;.nti;.n» 1 - 

Jgues relating to the reportin g of performance info^ah nn \- 


Y I N 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
Report on performance information 

I was engaged to review the performance information. 

l^accounting officer’s responsibility for the performance information 

'he MFMA, the annual report of a municipality must 
include the annual performance report of the municipality, prepared by the 

SX'NrMT2°Oo5?MSA)® Systems Act, 

The Auditor-General’s responsibility 

26. 1 conducted my engagement in accordance with section 13 of the PAA read with 

of 2008, issued in Government Gazette No. 31057 of 15 Mav 
2008 and section 45 of the MSA. ^ 

27. In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
inforniatio^n and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgement. 

that the evidence I have obtained is sufficient and appropriate to provide a 
ba^sis for the findings reported below. 

Findings on performance information 

Non-compliance with regulatory requirements 

29. Internal auditing of performance measurements 


30. Thulamela municipality did not develop and implement mechanisms, systems and 
process for auditing the results of performance measurements as part of its internal 
audit process, as required in terms of section 45 of the MSA. 

No reporting of performance information 

31. The municipality did not submit an annual report which includes the annual 
performance report of the municipality, prepared by the municipality in terms of 
section 46 of the MSA, as required by section 121(3)(c) of the MFMA. 

Lack of adoption of performance management system 

32. The municipality did not adopt a framework that describes and represents how the 
municipality s cycles and processes of performance planning, monitoring 
measurements, review, reporting and improvement will be conducted, organised 
and managed, including determining the roles of the different role players as 

Mpnlnf "" regulations 7 and 8 of the Municipal Planning and Performance 

Management Regulations, 2001. 
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Performance information not received in time 

*^6 reliability of the reported performance 
information, as set out on pages of the annual report, since the information 

was not received in time for audit purposes. 


APPRECIATION 

34. The assistance rendered by the staff of the Thulamela 
is sincerely appreciated. 


Municipality during the audit 





Polokwane 


25 February 2010 



auditor-general 

SOUTH AFRICA 

Auditing to build public confidence 
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